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All correspondence referring to announcements and 
subscription of Governinent Gazette must be addressed 
to its Administration office . Literary publications will 
be advertised free of charge provided two copies are 
offered . 


SUBSCRIPTION RATES -- ASSINATURA 

YEARLY HALF - YEARLY QULLERLE 

( Anual) (Semestral) ( Trimestral ) 
Al 3 series 
( AS 3 séries ) 

Rs . 40 / Rs. 241 · Rs. 18 / 
I Series Rs. 20 ) 

Rs. 121 - Rs. 9 / 
II Series Rs , 16 / Rs. 10 / 

Rs. 8 ! - 
III Serres Rs. 20 / 

Rs. 12 / - Rs. 9 / 
Postage is to be added then delivered by mail 
acresce o porte quando remetido pelo correso 


0 


Toda a correspondencia relativa a anúncios e & assi 
natura do Boletin Oficial deve ser dirigida à Adminis 
tração da Imprensa Nacional. As publicações literárias 
de 

que se receberem dois exemplares anunciam -se 
gratuitamente . 
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GOVERNMENT GAZETTE 


BOLETIM . OFICIAL 


GOVERNMENT OF GOA , DAMAN 

AND DIU 


General Administration Department 


The Mamlatdars of Ponda and Sanguem have re 
ported in their communications referred to at S. Nos . 
3 and 4 in the preamble, that the copies of the pro 
clamation have been published at their respective 
offices and also at the offices of the B.D. O., Range 
Forest Officer and Panchayat concerned and on the 
land and also in every town and village in the neigh 
bourhood of the said area . 


Collectorate of Goa 


ORDER 


2. No claim has been received under Section 21 of 
the said Act on or before 15th June 1969 or even till 
today . Existence of any right of any person in the 
said area has also been come to my knowledge. The 
Collector of Goa , therefore , hereby declares that 
there are no rights claimed by or on behalf of any 
person in or over the land in the said area , or if 
there be any such rights they stand extinguished 
( vide section 23 of the said Act ) . 


REV . LQN . 229/2611 
Read : 1. Govt . Notification No. DF -894 - FOR -67 

dated 22nd March 1969, published on 
page 5 of Series I No. 1 , of the Go 
vernment Gazette , dated 3rd April , 

1969. 
2. Proclamation No. REV.LQN . 229 , 

dated 11th April 1969 issued in 
English and Marathi by the Collector 

of Goa . 
3. The Mamlatdar of Ponda s 

of Ponda s letter 
No. TNC /WS / 335 /69, dated 24th April 

1969 . 
4. The Mamlatdar of Sanguem s letter 

No. ADM / 434 / 69, dated nil received 
on 26th June . 1969 . 


D. N. Barua , Collector of Goa . 
Panaji , 7th July , 1969 . 


Finance (Revenue ) Department 


Notification 


Fin ( Rev ) / 2-35 /Gen / 1 / 1272 / 69 


Government issued the Notification , first cited 
above, under Section 18 of the Goa , Daman and Diu 
Wild Animals and Wild Birds Act , 1965 (hereinafter 
referred to as « the said Act » ) declaring the area , 
specified therein (hereinafter referred to as “ the 
said area » ) to be a Game Sanctuary and directing 
the Collector of Goa to enquire into and determine 
the existence , nature and extent of any rights alleged 
to exist in favour of any person in or over the land , 
comprised within the limits of the said area and deal 
with the same as picovided in the said Act. Following 
the aforesaid Government Notification , the Collector 
of Goa issued a Froclamation second cited above, 
under Section 21 of the said Act, calling upon all 
persons, claiming any right to present to him a 
written notice specifying or to appear before him 
and state on or before 15th June 1969 the nature of 
such right and the amount and particulars of the 
compensation , if any, claimed in respect thereof. 


In exercise of the powers conferred by Section 22 
of the Goa , Daman and Diu Excise Duty Act 1964 
the Government hereby makes the following rules so 
as to amend the Goa , Daman and Diu (Excise Duty ) 
Rules , 1964 , namely : 
1. Short title and commencement : 
( i) These rules may be called the Goa , Daman 

and Diu Excise Duty ( Amendment ) Rules , 

1969 ; 
( ii ) They shall come into force at once . 


2. Amendment of Rule 90 : 

: The full stop appearing at the end of sub - rule 
( 1 ) of Rule 90 of the Goa , Daman and Diu ( Ex . 


☆ 


VIEW ::-- 
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cise Duty ) Rules , 1964 shall be deleted and the 
words " or railway Station " shall be added . 


( 2 ) It shall come into force on such date as the 
Central Government may, by notification in the 
Official Gazette, appoint and different dates may 
be appointed for different provisions of the Act . 


CHAPTER II 


By order and in the name of the Administrator 

of Goa , Daman and Diu . 
Puran Singh , Finance Secretary . 
Panaji, 4th July , 1969 . 
Saka 13th Ashad , 1891 . 


Notification 


Fin (Rev ) / 2-36 /AR / 1 / 1027 /69 


In exercise of the powers conferred by the first 
proviso to sub - section ( 1 ) of section 7 of the Goa , 
Daman and Diu Sales Tax Act, 1964 the Government 
is pleased to direct that entry No. 34 « Electroplated 
articles and wares of the first schedule to the said 
Act shall be deleted and entry No. 35 of the first 
schedule to the said Act shall be renumbered as entry 
No. 34 . 

This Notification shall come into force with effect 
from 20-7-1969 . 

By order and in the name of the Administrator 

of Goa , Daman and Diu . 
Puran Singh , Finance Secretary . 
Panaji, 11th July , 1969 . 


Law and Judicial Department 


Notification 


LD / N / 95 /68 /69 
The Banking Laws (Amendment ) Act; 1968 
( No. 58 of 1968 ) which was recently passed by 
Parliament and assented to by the President of 
India on 28th December , 1968 is hereby republished 
for general information . 

V. R. Vaze, Under Secretary (Law ) . 
Panaji, 21st February , 1968 . 


Amendment to the Banking Regulation Act, 1949 
2. Amendment of section 5. In the 
Banking Regulation Act, 1949 (herein- 10 of 1949 
after in this Chapter referred to as the 
principal Act ), in section 5 , 

(i ) after clause ( c ) , the following clause shall 
be inserted , namely : - 

(ca ) " banking policy ” means any policy 
which is specified from time to time by the 
Reserve Bank in the interest of the banking . 
system or in the interest of monetary stability 
or sound economic growth , having due regard 
to the interests of the depositors , the volume 
of deposits and other resources of the bank 
and the need for equitable allocation and the 
efficient use of these deposits and resources ; ; 

(ii) after clause ( g ) , the following clause shall 
be inserted , namely : — 
(gg ) " managing agent" includes , -- 

( i) secretaries and treasurers, 

( ii ) where the managing agent is a com 
pany, any director of such company , and any 
member thereof who holds substantial interest 
in such company , 

(iii) where the managing agent is a firm , 
any partner of such firm ;" ; 
( iii) to clause ( h ) , the following proviso shall 
be added , namely : 

" Provided that the managing director shall 
exercise his powers subject to the superintend 
ence , control and direction of the Board of 
directors ." ; 
( iv ) after clause (n ) , the following clauses shall 
be inserted , namely : 

(na ) " small-scale industrial concern " means 
an industrial concern in which the investment 
in plant and machinery is not in excess of 
seven and a half lakhs of rupees or such higher 
amount, not exceeding twenty lakhs of rupees, 
as the Central Government may , by notification 
in the Official Gazette, specify in this behalf, 
having regard to the trends in industrial deve 
lopment and other relevant factors ; 

(nb ) " subsidiary bank " has the 
meaning assigned to it in the State 
Bank of India (Subsidiary Banks ) 
Act , 1959 ; 

38 of 1959 
(nc ) " substantial interest " ; 

( i) in relation to a company , means the 
holding of a beneficial interest by an indi 
vidual or his spouse or minor child , whether 
singly or taken together , in the shares thereof, 
the amount paid -up on which exceeds five 
lakhs of rupees or ten per cent. of the paid - up 
capital of the company, whichever is less ; 

( ii) in relation to a firm , means the benefi 
cial interest held therein by an individual or 

spouse or minor child , whether singly or 
taken together , which represents more than 


The Banking Laws (Amendment) Act , 1968 


AN 


ACT 


further to amend the Banking Regulation Act, 1949 , 

so as to provide for the extension of social control 
over banks and for matters connected therewith 
or incidental thereto , and also further to amend 
the Reserve Bank of India Act, 1934 , and the 
State Bank of India Act , 1955 . 
Be it enacted by Parliament in the Nineteenth 
Year of the Republic of India as follows : – 


CHAPTER I 


Preliminary 


1. Short title and commencement. ( 1 ) This Act 
may be called the Banking Laws (Amendment) 
Act, 1968 . 


S. - M .. 


www . 
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ten per cent, of the total capital subscribed 
by all the partners of the said firm ; . 


Board so as to ensure that the said requirements 
are fulfilled . 


3. Insertion of new sections 10A , 10B , 10C and 10D . 
- After section 10 of the principal Act , the fol 
lowing sections shall be inserted , namely : - 


D 


" 10A . Board of directors to include persons with 
professional or other experience . - ( 1) Notwith 
standing anything contained in any other law 
for the time being in force, every banking com 
pany , 

( a ) in existence on the commencement of 
section 3 of the Banking Laws ( Amendment ) 
Act , 1968 , or 

( b ) which comes into existence thereafter , 
shall comply with the requirements of this 
section : 

Provided that nothing contained in this sub 
-section shall apply to a banking company referred 
to in clause ( a ) for a period of three months from 
such commencement. 

( 2 ) Not less than fifty - one per cent of the 
total number of members of the Board of directors 
of a banking company shall consist of persons , 
who 

(a ) shall have special knowledge or practical 
experience in respect of one or more of the 
following matters, namely : 

( i) accountancy , 
( ii ) agriculture and rural economy, 
( iii ) banking , 
( iv ) co -operation , 
( v ) economics , 
( vi) finance , 
( vii) law , 
( viii ) small- scale industry , 
( ix ) any other matter the special know 

ledge of, and practical experience in , 
which would , in the opinion of the 
Reserve Bank , be useful to the bank 

ing company : 
Provided that out of the aforesaid number 
of directors , not less than two shall be persons 
having special knowledge or practical experience 
in respect of agriculture and rural economy, 
co -operation or small-scale industry ; and 
( 6 ) shall not - 

( 1 ) have substantial interest in , or be con 
nected with , whether as employee, manager 
or managing agent , — 

( i) any company, not being a company 
registered under section 25 of the Compa 
nies Act , 1956 , or 

( ii ) any firm , 
which carries on any trade, commerce or in 
dustry and which , in either case, is not a 
small - scale industrial concern , or 

( 2 ) be proprietors of any trading, commer 
cial or industrial concern , not being a small 

-scale industrial concern . 
( 3 ) If , in respect of any banking company, the 
requirements , as laid down in sub - section ( 2 ) , 
are not fulfilled at any time, the Board of directors 
of such banking company shall re -constitute such 


( 4 ) If , for the purpose of re -constituting the 
Board under sub -section ( 3 ) , it is necessary to 
retire any director or directors, the Board may, 
by lots drawn in such manner as may be pres 
cribed , decide which director or directors shall 
cease to hold office and such decision shall be 
binding on every director of the Board . 

(5 ) Where the Reserve Bank is of opinion that 
the composition of the Board of directors of a 
banking company is such that it does not fulfil 
the requirements of sub - section ( 2 ) , it may , after 
giving to such banking company a reasonable 
opportunity of being heard , by an order in writing , 
direct the banking company to so re -constitute 
its Board of directors as to ensure that the said 
requirements are fulfilled and , if within two 
months from the date of receipt of that order , 
the banking company does not comply with the 
directions made by the Reserve Bank , that Bank 
may, after determining , by lots drawn in such 
manner as may be prescribed , the person who 
ought to be removed from the membership of 
the Board of directors , remove such person from 
the office of the director of such banking com 
pany and with a view to complying with the 
provisions of sub -section ( 2 ) , appoint a suitable 
person as a member of the Board of directors in 
the place of the person so removed whereupon 
the person so appointed shall be deemed to have 
been duly elected by the banking company as its 
director . 

(6 ) Every appointment, removal or reconstitu 
tion duly made , and every election duly held , under 
this section shall be final and shall not be called 
into question in any court. 

( 7 ) Every director elected or , as the case may 
be, appointed under this section shall hold office 
until the date up to which his predecessor would 
have held office, if the election had not been held , 
or, as the case may be, the appointment had not 
been made . 

( 8 ) No act or proceeding of the Board of direc 
tors of a banking company shall be invalid by 
reason only of any defect in the composition there 
of or on the ground that it is subsequently dis 
covered that any of its members did not fulfil the 
requirements of this section . 

10B . Banking company to be managed by whole 
time chairman . - ( 1 ) Notwithstanding anything 
contained in any law for the time being in force 
or in any contract to the contrary, every banking 
company , in existence on the commencement of 
section 3 of the Banking Laws (Amendment) Act, 
1968 , or which comes into existence thereafter 
shall have a chairman of its Board of directors 
who shall be entrusted with the management of 
the whole of the affairs of the banking company : 

Provided that the chairman shall exercise his 
powers subject to the superintendence , control and 
direction of the Board of directors : 

Provided further that nothing in this sub- sec 
tion shall apply to a banking company in exis 
tence on the commencement of the said section for 
a period of three months from such commence 
ment . 
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( 2 ) Every chairman of the Board of directors 
of a banking company shall be in the whole -time 
employment of such company and shall hold office 
for such period, not exceeding five years , as the 
Board of directors may fix , but shall , subject to 
the provisions of this section , be eligible for re 
-election or re - appointment : 

Provided that nothing in this sub 
-section shall be construed as prohi 
biting a chairman from being a direc 
tor of a subsidiary of the banking com 
pany or a director of a company regis 
tered under section 25 of the Companies 
Act, 1956 . 

1 of 1956 


? 


( 3 ) Every person holding office on the com 
E mencement of section 3 of the Banking Laws 

( Amendment ) Act , 1968 , as managing director of 
: a banking company shall 

( a ) if there is a chairman of its Board of 
directors , vacate office on such commencement, 
or 

( b ) if there is no chairman of its Board of 
directors, vacate office on the date on which 
the chairman of its Board of directors is , elected 
or appointed in accordance with the provisions 
of this section . 

(4 ) Every chairman of the Board of directors 
of a banking company shall be a person who has 
special knowledge and practical experience of - 

( a ) the working of a banking company , or 
of the State Bank of India or any subsidiary 
bank or a financial institution , or 

( b ) financial, economic or business adminis 
tration : 

Provided that a person shall be disqualified for 
being a chairman , if he — 

(@ ) is a director of any company other than 
a company referred to in the proviso to sub 
-section ( 2 ) , or 

(b ) is a partner of any firm which carries 
on any trade , business or industry , or 

( 0 ) has substantial interest in any other com 
pany or firm , or 

( d ) is a director, manager , managing agent, 
partner or proprietor of any trading , commer 
cial or industrial concern , or 

( e ) is engaged in any other business or voca 
tion . 


any other person as the chairman of its Board 
of directors and if , within a period of two months 
from the date of receipt of such order, the banking 
company fails to elect or appoint a suitable person 
as the chairman of its Board of directors , the Re 
serve Bank may , by order , remove the first-men 
tioned person from the office of the chairman of 
the Board of directors of the banking company 
and appoint a suitable person in his place where 
upon the person so appointed shall be deemed to 
have been duly elected or appointed , as the case 
may be, as the chairman of the Board of directors 
of such banking company and any person elected 
or appointed as chairman under this sub -section 
shall hold office for the residue of the period of 
office of the person in whose place he has been so 
elected or appointed . 

( 17 ). The banking company and any person 
against whom an order of removal is made under 
sub - section (6 ) may, within thirty days from the 
date of communication to it or to him of the order , 
prefer an appeal to the Central Government and 
the decision of the Central Government thereon , 
and subject thereto , the order made by the Reserve 
Bank under sub - section (6 ) , shall be final and 
shall not be called into question in any court . 

( 8 ) Notwithstanding anything contained in 
this section , the Reserve Bank may , if in its 
opinion it is necessary in the public interest so to 
do , permit the chairman to undertake such part 
time honorary work as is not likely to interfere 
with his duties as such chairman . 

( 9 ) Notwithstanding anything contained in this 
section , where a person appointed as chairman 
dies or resigns or is by infirmity or otherwise 
rendered incapable of carrying out his duties or 
is absent on leave or otherwise in circumstances 
not involving the vacation of his office , the 
banking company may , with the approval of the 
Reserve Bank , make suitable arrangements for 
carrying out the duties of chairman for a total 
period not exceeding four months . 


.. 


10C . Chairman or Director appointed by the 
Reserve Bank not to be required to hold qualifica 
tion shares. — Any director or chairman appointed 
by the Reserve Bank under section 10A or sec 
tion 10B , as the case may be, shall not be required 
to hold qualification shares in the banking com 
pany . 


( 5 ) A chairman of the Board of directors of a 
banking company may, by writing under his hand 
addressed to the company, resign his office but 
shall continue in office until his successor assumes 
office . 


10D . Provisions of sections 10A and 10B to over 
-ride all other laws, contracts, etc. -- Any appoint 
ment or removal of a director or chairman in pur 
suance of section 10A or section 10B shall have 
effect and any such person shall not be entitled 
to claim any compensation for the loss or termi 
nation of office , notwithstanding anything con 
tained in any law or in any contract, memorandum 
or article of association . " . 


. 


(6 ) Without prejudice to the provisions of sec 
tion 36AA , where the Reserve Bank is of opinion 
that any person who is , or has been elected to be , 
the chairman of the Board of directors of a bank- . 
ing company is not a fit and proper person to 
hold such office , it may, after giving to such per 
son and to the banking company a reasonable 
opportunity of being heard , by order in writing , 
require the banking company to elect or appoint 


4. Amendment of section 16 . In section 16 of 
the principal Act, after sub - section ( 2 ) , the following 
sub -section shall be inserted , namely : 

“ ( 3 ) Nothing in sub -section ( 1) shall apply to , 
or in relation to , any director appointed by the 
Reserve Bank .” . 


.. 
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perscn shall , if he is a director of such banking 
company on the date of the expiry of the said 
period , be deemed to have vacated his office as 
such on the said date . 


Explanation . --- In this section -- 

( a ) " loans or advance " shall not include any 
transaction which the Reserve Bank may, having 
regard to the nature of the transaction , the 
period within which , and the manner and cir 
cumstances in which , any amount due on account 
of the transaction is likely to be realised, the 
interest of the depositors and other relevant 
considerations , specify by general or special 
order as not being a loan or advance for the pur 
pose of this section ; 

( b ) " director " includes a member of any 
bcard or committee in India constituted by a 
banking company for the purpose of managing , 
or for the purpose of advising it in regard to the 
management of, all or any of its affairs . 

(5 ) If any question arises whether any tran 
saction is a loan or advance for the purposes of 
this section , it shall be referred to the Reserve 
Bank , whose decision thereon shall be final. 


5. Substitution of new section for section 20 . 
For section 20 of the principal Act , the following 
section shall be substituted , namely : — 

20. Restrictions on loans and advan 
ces . - ( 1 ) Notwithstanding anything 
to the contrary contained in section 77 
of the Companies Act, 1956 , no banking 1 of 1956 
company shall, -- 

( a ) grant any loans or advances on the secu 
rity of its own shares , or 

( 6 ) enter into any commitment for granting 
any loan or advance to or on behalf of 

( i) any of its directors , 

(ii) any firm in which any of its directors 
is interested as partner , manager , employee or 
guarantor , or 

(iii ) any company ( not being a 
subsidiary of the banking company 
or a company registered under sec 
tion 25 of the Companies Act , 1956 , 1 of 1956 
or a Government company ) of 
which any of the directors of the 
banking company is a director , 
managing agent, manager , em 
ployee or guarantor or in which he 
holds substantial interest , or 

( iv ) any individual in respect of whom any 
of its directors is a partner or guarantor . 
( 2 ). Where any loan or advance granted by a 
banking company is such that a commitment for 
granting it could not have been made if clause (6 ) 
of sub - section ( 1 ) had been in force on the date 
on which the loan or advance was made, or is 
granted by a banking company after the commen 
cement of section 5 of the Banking Laws ( Amend 
ment Act , 1968, but in pursuance of a commitment 
entered into before such commencement, steps 
shall be taken to recover the amounts due to 
the banking corapany on account of the loan or ad 
vance together with interest, if any , due thereon 
within the period stipulated at the time of the 
grant of the loan or advance, or where no such 
period has been stipulated , before the expiry of 
one year from the commencement of the said sec 
tion 5 : 

Provided that the Reserve Bank may, in any 
case , on an application in writing made to it by the 
banking company in this behalf, extend the period 
for the recovery of the loan or advance until such 
date, not being a date beyond the period of three 
years from the commencement of the said sec 
tion 5 , and subject to such terms and conditions, 
as the Reserve Bank may deem fit : 

Provided further that this sub - section shall not 
apply if and when the director concerned vacates 
the office of the director of the banking company , 
whether by death , retirement, resignation or 
otherwise . 


6. Amendment of section 21 . - In section 21 of 
the principal Act , in sub -section ( 1 ) , after the words 
" in the interests of depositors " , the words " or bank 
ing policy " shall be inserted . 


7. Amendment of section 24 . In section 24 of 
the principal Act, in sub -section ( 2A ) , in sub 
-clause (iii ) of clause (b ) , for the words " any ba 
lances maintained by a scheduled bank with the State 
Bank of India " , the words " any balances in current 
acocunt maintained in India by a scheduled bank with 
the State Bank of India " shall be substituted . 


8. Amendment of section 30 . In section 30 of 
the principal Act , — 

( a ) for sub -section ( 1 ), the following sub -sec 
tion shall be substituted , namely : - 

" ( 1 ) The balance -sheet and profit and loss 
account prepared in accordance with section 29 
shall be audited by a person duly qualified under 
any law for the time being in force to be an au 
ditor of companies ." ; 

( b ) after sub - section ( 1 ) , the following sub -sec 
tion shall be inserted , namely : 

" ( 14 ) Notwithstanding anything contained 
in any law for the time being in force or in any 
contracts to the contrary , every banking com 
pany shall , before appointing , re - appointing or 
removing any auditor or auditors, obtain the 
previous approval of the Reserve Bank . 

( 1B ) Without prejudice to any 
thing contained in the Companies 
Act, 1956 , or any other law for the ..1 of. 1956 
time being in force , where the Re 
serve Bank is of opinion that it is 
necessary in the public interest or in 
the interests of the banking company 
or its depositors so to do , it may di 
rect the auditor of the banking comr 
pany to audit the accounts of the 
banking company in relation to any 
transaction or class of transaction 


. 


( 3 ) No loan or advance, referred to in sub - sec 
tion ( 2 ) , cr any part thereof shall be remitted 
without the previous approval of the Reserve 
Bank , and any remission without such approval 
shall be void and of no effect. 

( 4 ) Where any loan or advance referred to in 
sub -section ( 2 ) , payable by any person , has not 
been repaid to the banking company within the 
period specified in that sub -section , then , such 


ben 
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specified in the order , and the auditor 
shall comply with such directions and 
make a report of such audit to the 
Reserve Bank and forward a copy 
thereof to the company . 

( 10 ) The expenses cf , or incidental to , the 
audit of the transaction or class of transactions 
specified in the order made by the Reserve Bank 
shall be borne by the banking company ." . 


9. Amendment of section 34A . — In 
section 34A of the principal Act, in sub 
-section ( 3 ) , the words , brackets and figu 
res " as defined in the State Bank of India 
( Subsidiary Banks ) Act , 1959 " shall be 
omitted . 


38 of 1959 


13. Amendment of section 36AA . - In section 36AA 
of the principal Act, 

( a ) in sub -section ( 1 ) , for the words " any di 
rectcr ,” , the words " any chairman , director " , shall 
be substituted ; 
(b ) in sub - section ( 2 ) , -- 

( i ) for the words " unless the director" , the 
words " unless the chairman , director ” shall be 
substituted ; 
( ii ) in the proviso - 

( a ) for the words " the director or , as the 
case may be , chief executive officer " , the 
words " the chairman or as the case may be , 
director or chief executive officer " shall be 
substituted ; 

(b ) in clause ( a ) , for the words " act as 
such director " , the words " act as such chair 
man or director " shall be substituted ; 
( c ) in sub - section () ) ,-- 

(i ) for the words " a direetor" , where they 
occur for the first time, the words " a chairman , 
director " shall be substituted ; 

( ii ) for the words " a director or , as the case 
may be," , the words " a chairman or , as the case 
may be, a director " shall be substituted ; 

( d ) in sub - section (6 ) , for the words " the di 
rector" , the words " the chairman or director" shall 
be substituted ; 

( e ) in sub - section ( 7 ) , for the words " director 
or chief executive officer " , wherever they occur . 
the words " chairman , director or chief executive 
officer " shall be substituted . 


10. Amendment of section 35A . --In section 35A 
of the principal Act, in sub -section ( 1 ) , after 
clause ( a ) , the following clause shall be inserted , 
namely : — 

" ( aa ) in the interest of banking policy ; or ” . 


11. Amendment of section 35B . - In section 35B 
of the principal Act ,. 

( a ) in sub -section ( 1 ) , - 

( i) in clause ( a ), for the words " appoint 
ment or re -appointment or remuneration of a " , 
the words " appointment or re -appointment or 
termination of appointment or remuneration of 
a chairman , a " shall be substituted ; 

( ii ) for clause (b ) , the following clause shali 
be substituted , namely : 

" ( b ) no appointment or re - appointment or 
termination of appointment of a chairman , a 
managing or whole- time director , manager or 
chief executive officer by whatever name 
called , shall have effect unless such appoint 
ment , re - appointment or termination of ap 
pointment is made with the previous approval 
of the Reserve Bank ." ; 

( iii ) in the Explanation , for the words " of 
the manager ” , the words " of the chairman or 
the manager " shall be substituted ; 

( b ) in sub - section ( 3 ) , for the words " as a ma 
naging or whole -time director " , the words " as 
chairman or a managing or whole - time director " 
shall be substituted and for the word " appoint 
ment” , wherever it occurs, the words “ appointment 
or re - appointment" shall be substituted . 


14. Amendment of section 36AB.- In section 36AB 
of the principal Act , in sub -section ( 1) , for the words 
" opinion that" , the words " opinion that in the inte . 
rest of banking policy or in the public interest or” 
shall be substituted . 


15. Insertion of new Part UB and JC. — After 
Part IIA of the principal Act , the following Parts . 
shall be inserted namely : 


PART IIB 


Prohibition of certain activities in relation 

to banking companies 


12. Amendment of section 36 . In section 36 of 
the principal Act, in sub -section ( 1 ) , in clause ( d ) , 

( i ) for the words and figures " during the 
course , or after the completion , of any inspection 
of a banking company under section 35 " , the words 
" at any time, if it is satisfied that in the public 
interest or in the interest of banking policy or for 
preventing the affairs of the banking company 
being conducted in á manner detrimental to the 
interests of the banking company or its depositors 
it is necessary so to do " , shall be substituted ; 

( ii) in sub -clause (v ) , the words " in consequence 
of the state of affairs disclosed during or by the 
inspection " shall be omitted . 


36AD . Punishment for certain activities in rel 
tion to banking companies . -- ( 1 ) No person 
shall 

(a ) obstruct any person from lawfully ente 
ring or leaving any office or place of business 
of a banking company or from carrying on any 
business there , or 

(b ) hold , within the office or place of business 
of any banking company, any demonstration 
which is violent or which prevents , or is calcu 
lated to prevent , the transaction of normal bu 
siness by the banking company , or 

(c ) act in any manner calculated to under 
mine the confidence of the depositors in the 
banking company. 

( 2 ) Whoever contravenes any provision of sub 
-section ( 1 ) without any reasonable excuse shall 
be punishable with imprisonment for a term 


. 
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: 


which may extend to six months , or with fine 
which may extend to one thousand rupees, or 
with both . 

( 3 ) For the purposes of this section " banking 
company " includes the Reserve Bank , the Indus 
trial Development Bank of India , the State Bank 
of India , and any subsidiary bank . 


PART . IIC 


Acquisition of the undertakings of banking Companies 

in certain cases 


bank immediately before the appointed day and 
all books , accounts and documents relating the 
reto , and shall also be deemed to include all debts , 
liabilities and obligations, of whatever kind, then 
existing of the acquired bank . 

(4 ) Notwithstanding anything contained in 
sub -section (2 ) , the Central Government may , if 
it is satisfied that the undertaking of the acquired 
bank and its assets and liabilities should , instead 
of vesting in the Central Government , or conti 
nuing to so vest, vest in a company established 
under any scheme made under this part or in any 
corporation (hereinafter in this part and in the 
Fifth Schedule referred to as the transferee bank ) 
that Government may , by order , direct that the 
said undertaking, including the assets and liabi 
lities thereof, shall vest in the transferee bank 
either on the publication of the notified order or 
on such other date as may be specified in this 
behalf by the Central Government. 

(5 ) Where the undertaking of the acquired 
bank and the assets and liabilities thereof vest 
in the transferee bank under sub -section ( 4 ) , the 
transferee bank , shall, on and from the date of 
such vesting, be deemed to have become the trans 
feree of the acquired bank and all the rights and 
liabilities in relation to the acquired bank shall , on 
and from the date of such vesting , be deemed to 
have been the rights and liabilities of the trans 
feree bank . 


Á 


36AE . Power of Central Government to acquire 
undertakings of banking companies in certain 
cases . -- ( 1 ) If , upon receipt of a report from the 
Reserve Bank , the Central Government is satis 
fied that a banking company - 

(a ) has, on more than one occasion , failed 
to comply with the directions given to it in 
writing under section 21 or section 35A , in so 
far as such directions relate to banking policy , 
or . 

(6 ) is being managed in a manner detri 
mental to the interests of its depositors,-- 
and that 

(i ) in the interests of the depositors of such 
banking company , or 
. (ii ) in the interest of banking policy , or 

( iii) for the better provision of credit ge 
nerally or of credit to any particular section 

of the community or in any particular area , 
it is necessary to acquire the undertaking of such 
banking company, the Central Government may , 
after such consultation with the Reserve Bank 
as it thinks fit, by notified order , acquire the 
undertaking of such company ( hereinafter re 
ferred to as the acquired bank ), with effect from 
such date as may be specified in this behalf by 
the Central Government (hereinafter referred to 
as the appointed day ) : 

Provided that no undertaking of any banking 
company shall be so acquired unless such banking 
company has been given a reasonable opportunity 
of showing cause against the proposed action . 
Explanation . - In this part , -- 

(a ) " notified order " means an order published 
in the Official Gazette ; 

(6 ) " undertaking " , in relation to a banking 
company incorporated outside India , means the 
undertaking of the company in India . 

( 2 ) Subject to the other provisions contained 
in this part, on the appointed day, the under 
taking of the acquired bank and all the assets 
and liabilities of the acquired bank shall stand 
transferred to , and vest in , the Central Govern 
ment. 


(6 ) Unless otherwise expressly provided by or 
under this part , all contracts , deeds , bonds , agree 
ments , powers of attorney , grants of legal repre 
sentation and other instruments of whatever 
nature subsisting or having effect immediately 
before the appointed day and to which the 
acquired bank is a party or which are in favour 
of the acquired bank shall be of as full force and 
effect against or in favour of the Central Govern 
ment , or as the case may be, of the transferee 
bank , and may be enforced or acted upon fully 
and efectually as if in the place of the acquired 
bank the Central Government or the transferee 
bank had been a party thereto or as if they had 
been issued in favour of the Central Government 
or the transferee bank , as the case may be . 

( 7 ) If , on the appointed day , any suit , appeal 
or other proceeding of whatever nature is pending 
by or against the acquired bank , the same shall 
not abate , be discontinued or be, in any way, 
prejudicially affected by reason of the transfer 
of the undertaking of the acquired bank or of 
anything contained in this part, but the suit , 
appeal or other proceeding may be continued , pro 
secuted and enforced by or against the Central 
Government or the transferee bank , as the case 


may be. 


( 3 ) The undertaking of the acquired bank and 
its assets and liabilities shall be deemed to include 
all rights, powers, authorities and privileges and 
all property , whether movable or immovable , in 
cluding , in particular , cash balances, reserve funds, 
investments, deposits and all other interests and 
rights in , or arising out cf, such property as may 
be in the possession of, or held by , the acquired 


36AF , Power of the Central Government to 
make scheme.--- ( 1 ) The Central Government may , 
after consultation with the Reserve Bank , make 
a scheme for carrying out the purposes of this 
Part in relation to any acquired bank . 

(2 ) In particular , and without prejudice to the 
generality of the foregoing power , the said scheme 
may provide for all or any of the following mat 
ters, namely : 

( a ) the corporation , or the company incor 
porated for the purpose, to which the under 
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taking including the property , assets and lia 
bilities of the acquired bank may be transferred , 
and the capital, constitution , name and office 
thereof ; 

( b ) the constitution of the first Board of 
management (by whatever name called ) of the 
transferee bank , and all such matters in con 
nection therewith , or incidental thereto as the 
Central Government may consider to be neces 
sary or expedient; 

( c ) the continuance of the ser 
vices of all the employees of the 
acquired bank ( excepting such of 
them as, not being workmen within 
the meaning of the Industrial Dis 
putes Act, 1947, are specifically 14 of 1947 
mentioned in the scheme) in the 
Central Government or in the trans 
feree bank , as the case may be , on 
the same terms and conditions so 
far as may be, as are specified in 
clauses ( i) and ( j) of sub -section ( 5 ) 
of section 45 ; 

( d ) the contiruance of the right of any 
person who, on the appointed day , is entitled 
to or is in receipt of , a pension or other supe 
rannuation or compassionate allowance or be 
nefit , from the acquired bank or any provident, 
pension or other fund or any authority admi 
nistering such fund , to be paid by, and to re 
ceive from , the Central Government or the 
transferee bank , as the case may be, or any 
provident, pension or other fund or any au 
thority administering such fund , the same 
pension , allowance or benefit so long as he 
Observes the conditions on which the pension , 
allowance or benefit was granted , and if any 
question arises whether or has so observed such 
conditions, the question shall be determined by 
the Central Government and the decision of the 
Central Government thereon shall be final; 

( e ) the manner of payment of the compensa 
tion payable in accordance with the provisions 
of this part to the shareholders of the acquired 
bank , or where the acquired bank is a banking 
company incorporated outside India , to the ac 
quired bank in full satisfaction of their , or as 
the case may be its , claims; 

( f) the provision , if any, for completing the 
effectual transfer to the Central Government 
or the transferee bank of any asset or any lia 
bility which fornis part of the undertaking of 
the acquired bank in any country outside India ; 

( g ) such incidental, consequential and sup 
plemental matters as may be necessary to 
secure that the transfer of the business, pro 
perty , assets and liabilities of the acquired bank 
to the Central Government or transferee bank , 
as the case may be , is effectual and complete . 

( 3 ) The Central Government may , after con 
sultation with the Reserve Bank , by notification 
in the Official Gazette , add to , amend or vary 
any schememade under this section . 

( 4 ) Every scheme made under this section shall 
be published in the Official Gazette. 

(5 ) Copies of every scheme made under this 
section shall be laid before each House of Par 
liament as soon as may be after it is made . 


( 6 ) The provisions of this part and of any 
scheme made thereunder shall have effect not 
withstanding anything to the contrary contained 
in any other provisions of this Act or in any other 
law or any agreement, award or other instrument 
for the time being in force . 

( 7) Every schememade under this section shall 
be binding on the Central Government or , as 
the case may be, on the transferee bank and also 
on all members, creditors , depositors and employees 
of the acquired bank and of the transferee bank 
and on any other person having any right , liabi 
lity , power or function in relation to , or in con 
nection with , the acquired bank or the transferee 
bank , as the case may be. 

36AG . Compensation to be given to shareholders 
of the acquired bank . --- ( 1 ) Every person who, 
immediately before the appointed day , registered 
as a holder of shares in the acquired bank or , 
where the acquired bank is a banking company 
incorporated outside India , the acquired bank , 
shall be given by the Central Government, or the 
transferee bank , as the case may be, such com 
pensation in respect of the transfer of the under 
taking of the acquired bank as is determined in 
accordance with the principles contained in the 
Fifth Schedule . 

( 2 ) Nothing contained in sub -section ( 1 ) shall 
affect the rights inter se between the holder of 
any share in the acquired bank and any other 
person who may have any interest in such shares 
and such other person shall be entitled to enforce 
his interest against the compensation awarded to 
the holder of such share , but not against the 
Central Government, or the transferee bank . 

(3 ) The amount of compensation to be given in 
accordance with the principles contained in the 
Fifth Schedule shall be determined in the first 
instance by the Central Government, or the trans 
feree bank , as the case may be , in consultation 
with the Reserve Bank , and shall be offered by 
it to all those to whom compensation is payable 
under sub - section ( 1 ) in full satisfaction thereof. 

( 4 ) If the amount of compensation offered in 
terms of sub - section ( 3 ) is not acceptable to any 
person to whom the compensation is payable , 
such person may , before such date as may be 
notified by the Central Government in the Official 
Gazette , request the Central Government in 
writing , to have the matter referred to the Tri. 
bunal constituted under section 36AH . 


. 


(5 ) If , before the date notified under sub - sec 
tion (4 ) , the CentralGovernment receives requests , 
in terms of that sub -section , from not less than 
one- fourth in number of the share -holders holding 
not less than one- fourth in value of the paid -up 
share capital of the acquired bank , or , where 
the acquired bank is a banking company incor 
porated outside India , from the acquired bank , 
the Central Government shall have the matter 
referred to the Tribunal for decision . 

(6 ) If , before the date notified under sub - sec 
tion ( 4 ) , the Central Government does not receive 
requests as provided in that sub -section , the 
amount of compensation offered under sub - sec 
tion ( 3 ) , and where a reference has been made 
to the Tribunal, the amount determined by it, shall 
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be the compensation payable under sub -section ( 1) 
and shall be final and binding on all parties con 
cerned . 


( 3 ) Any clerical or arithmetical error in any 
order of the Tribunal or any error arising therein 
from any accidental slip or omission may, at any 
time, be corrected by the Tribunal either of its 
own motion or on the application of any of the 
parties . . 


36AH . Cons ition of the Tribunal. — ( 1 ) The 
Central Government may , for the purpose of this 
Part, constitute a Tribunal which shall consist 
of a Chairman and two other members . 

( 2 ) The Chairman shall be a person 
who is, or has been , a Judge of a High 
Court or of the Supreme Court, and, 
of the two other members , one shall 
be a person , who , in the opinion of 
the Central Government, has had expe 
rience of comrnercial banking and the 
other shall be a person who is a char 
tered accountant within the meaning 
of the Chartered Accountants Act , 
1949 . 

38 of 1949 
(3 ) If, for any reason , a vacancy occurs in 
the office of the Chairman of any other member 
of the Tribunal, the Central Government may 
fill the vacancy by appointing another person 
thereto in accordance with the provisions of sub 
-section ( 2 ) , and any proceeding may be continued 
before the Tribunal, so constituted , from the stage 
at which the vacancy occurred . 

( 4 ) The Tribunal may , for the purpose of de 
termining any compensation payable under this 
Part, choose one or more persons having special 
knowledge or experience of any relevant matter 
to ssist it in the determination of such compen 
sation 


16. Amendment of section 39.- Section 39 of the 
principal Act shall be re -numbered as sub - section 
( 1 ) , as so re -numbered , the following sub -section 
shall be deemed always to have been , inserted, na 
mely : — 

" ( 2 ) Subject to such directions as may be made 
by the High Court, the remuneration of the official 
liquidator appointed under this section , the cost 
and expenses of his establishment and the cost 
and expenses of the winding up shall be met out 
of the assets of the banking company which is 
being wound up, and notwithstanding anything to 
the contrary contained in any other law for the 
time being in force, no fees shall be payable to the 
Central Government, out of the assets of the ban 
king company." . 


36AI. Tribunal to have powers of a 
civil court . - ( 1 ) The Tribunal shall 
have the powers of a civil court, while 
trying a suit , under the Code of Civil 
Procedure , 1908 , in respect of the fol 5 of 1908 
lowing matters , namely : - 

( a ) summoning and enforcing the attendance 
of any person and examining him on oath ; 

( b ) requiring the discovery and production 
of documents ; 

( c ) receiving evidence on affidavits ; 

( d ) issuing commissions for the examination 
of witnesses or documents . 

( 2 ) Notwithstanding anything contained in 
sub -section ( 1 ) , or in any other law for the time 
being in force, the Tribunal shall not compel the 
Central Government or the Reserve Bank , — 

( a ) to produce any books of accounts or other 
documents which the Central Government , or 
the Reserve Bank , claims to be of a confiden 
tial nature ; 

( b ) to make any such books or documents 
part of the record of the proceedings before the 
Tribunal ; or 

( c ) to give inspection of any such books or 
documents to any party before it or to any other 
person . 


17. Insertion of new section 47A . After sec 
tion 47 of the principal Act, the following section 
shall be inserted , namely : — 

“ 47A . Power of Reserve Bank to impose penalty , 

( 1 ) Notwithstanding anything contained in sec 
tion 46 , if a contravention or dafault of the nature 
referred to in sub -section ( 3 ) or sub - section ( 4 ) 
of section 46 , as the case may be, is made by a 
banking company, then , the Reserve Bank may 
impose on such banking company - 

(a ) where the contravention is of the nature 
referred to in sub - section ( 3 ) of section 46 , a 
penalty not exceeding twice the amount of the 
deposits in respect of which such contravention 
was made ; 

( b ) where the contravention or default is of 
the nature referred to in sub - section ( 1 ) of sec 
tion 46 , a penalty not exceeding two thousand 
rupees ; and where such contravention or default 
is a continuing one, a further penalty which 
may extend to one hundred rupees for every day, 
after the first, during which the contravention 
or default continues . 

( 2 ) For the purpose of adjudging the penalty 
under sub -section ( 1 ) , the Reserve Bank shall 
hold an inquiry in the prescribed manner after 
giving the banking company a reasonable oppor 
tunity of being heard . 

( 3 ) While holding an inquiry under this 
section the Reserve Bank shall have power to 
summon and enforce the attendance of any 
person to give evidence or to produce any docu 
ment or any other thing which , in the opinion of 
the Reserve Bank , may be useful for , or relevant 
to , the subject matter of the inquiry . 

( 4 ) No complaint shall be filed against any 
banking company in any court of law in res 
pect of any contravention or default in respect 
of which any penalty has been imposed by the 
Reserve Bank under this section . 

( 5 ) Any penalty imposed by the Reserve 
Bank under this section shall be payable within 
a period of fourteen days from the date on which 


36AJ. Proceclure of the Tribunal. - ( 1 ) The 
Tribunal shall have power to regulate its own 
procedure . 

( 2 ) The Tribunal may hold the whole or any 
part of its inquiry in camera . 
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notice issued by the Reserve Bank demanding 
payment of the sum is served on the banking 
company and in the event of failure of the ban 
king company to pay the sum within such period , 
may be levied on a direction made by the prin 
cipal civil court having jurisdiction in the area 
where the registered office of the banking com 
pany is situated ; or , in the case of a banking 
company incorporated outside India , where its 
principal place of business in India is situated : 

Provided that no such direction shall be made 
except on an application made to the court by 
the Reserve Bank or any officer authorised by 
that Bank in this behalf . 

(6 ) The court which makes a direction under 
sub -section ( 5 ) shall issue a certificate speci 
fying the sum payable by the banking company 
and every such certificate shall be enforceable 
in the same manner as if it were a decree made 
by the court in a civil suit . 

( 7 ) Where any complaint has been filed 
against any banking company in any court in 
respect of the contravention or dafault of the 
nature referred to in sub - section ( 3 ) or , as the 
case may be, sub - section ( 1 ) of section 46 , then , 
no proceedings for the imposition of any 
penalty on the banking company shall be taken 
under this section . " . 


18. Amendment of section 51. — In section 51 of 
the principal Act, -- 

( a ) in clause ( c ) of the proviso , after the words 
and figures " in section 46 " , the words , figures and 
letter " or in section 47A ” shall be inserted ; 

( b ) the Explanation shall be omitted . 


( b ) in section 7 , as substituted by clause ( f ) 
of the said section 56 , in sub - section ( 2 ), after 
clause ( b ) , the following clause shall be inserted , 
namely : — 

" ( c ) any co -operative society , not being a 
primary credit society , formed by the employees 
of a banking company or the State Bank of India 
or any other banking institution notified by the 
Central Government under section 51 or the 
employees of a subsidiary of such banking com 
pany or the State Bank of India or , as the case 
may be , such banking institution ." ; 

(c ) in clause ( g ) of the said section 56 , for the 
word and figures " section 10 " , the words , figures 
and letters " sections 10 , 10A , 10B , 10C and 10D " 
shall be substituted ; 

( d ) in section 18 of the principal Act , as subs 
tituted by clause ( j) of the said section 56 , in the 
Explanation , for clause ( c ), the following clause 
shall be substituted , namely : - 

" ( c ) in the case of a State or central co -ope 
rative bank , also any deposit of money with it 
representing the reserve fund or any part the 
reof required to be maintained with it by any 
other co -operative society within its area of ope 
ration , and in the case of a central co - operative 
bank , also an advance taken by it from the 
State co - operative bank of the State con 
cerned ; " ; 

( e ) for clause (1 ) of the said section 56 , the 
following clause shall be substituted , namely : 

" ( 1) for section 20 of the principal Act, the 
following section shall be substituted , namely : 

20. Restrictions on loans and advances . 
( 1 ) No co - operative bank shall - 

( a ) make any loans or advances on the 
security of its own shares ; or 
( b ) grant unsecured loans or advances 

( i) to any of its directors ; or 

( ii ) to firms or private companies in 
which any of its directors is interested 
as partner or managing agent or gua 
rantor or to individuals in cases where 
any of its directors is a guarantor ; or 

( iii ) to any company in which the 
chairman of the Board of directors of 
the co -operative bank (where the ap 
pointment of a chairman is for a fixed 
term ) is interested as its magaging 
agent , or where there is no managing 
agent, as its chairman or managing 

director : 
Provided that nothing in clause (b ) shall 
apply to the grant of unsecured loans or 
advances 

( a ) made by a co - operative bank — 

(i) against bills for supplies or services 
made or rendered to Government or bills 
of exchange arising out of bona fide 
commercial or trade transactions, or 

(ii ) in respect whereof trust -receipts 
are furnished to the co - operative bank ; 

(6 ) made by a primary co - operative 
bank to any of its directors or to any other 
person within such limits and on such 


19. Amendment of section 52. — In section 52 of 
the principal Act, in the proviso to sub -section ( 3 ), 
after the words " this section " , the brackets , words , 
figures and letters " ( including the rules made for 
the first time on matters specified in section 10A and 
47A ) ” shall be inserted . 


20. Insertion of new section after section 55 . 
After section 55 of the principal Act, the following 
section shall be inserted , namely : — 

" 55A . Power to remove difficulties . --- If any 
difficulty arises in giving effect to the provisions 
of this Act, the Central Government may , by 
order , as occasion requires, do anything (not in 
consistent with the provisions of this Act) which 
appears to it to be necessary for the purpose of 
removing the difficulty : 

Provided that no such power shall be exercised 
after the expiry of a period of three years from 
the commencement of section 20 of the Banking 
Laws ( Amendment ) Act , 1968 . 


21. Amendment of Part V. - In Part V , in the 
provisions of the principal Act, as applied to or in 
relation to co -operative societies, — 

( a ) in section 5A , as substituted by clause ( d ) 
of section 56 of the principal Act , — 

( i ) in sub -section ( 1 ), for the words " this 
Part " , the words " this Act " shall be substituted ; 

( ii ) in sub - section ( 2 ) , for the words . " this 
Part” , the words this Act " shall be substituted ; 
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terms and conditions as may be approved 
by the Reserve Bank in this behalf , 

( 2 ) Every co -operative bank shall, before 
the close of the month succeeding that to 
which the return relates , submit to the 
Reserve Bank a return in the prescribed form 
and manner showing all unsecured loans and 
advances granted by it to companies in cases 
[ other than those in which the co - operative 
bank is prohibited under sub - section ( 1 ) to 
make unsecured loans and advances ] in which 
any of its directors is interested as director 
or managing agent or guarantor . 

( 3 ) If , on examination of any return sub 
mitted under sub - section ( 2 ) , it appears to 
the Reserve Bank that any loans or advances 
referred to in that sub - section are being 
granted to the detriment of the interests of 
the depositors of the co - operative bank, the 
Reserve Bank may , by order in writing , pro 
hibit the co - operative bank from granting 
any such further loans or advances or impose 
such restrictions on the grant thereof as it 
thinks fit , and may by like order direct the 
co - operative bank to secure the re - payment 
of such loan or advance within such time as 
may be specified in the order ” ; 
(f ) in sub - section ( 2 ) of section 22 , as substi 
tuted by clause (0 ) of the said section 56 , for the 
proviso , the following proviso shall be substituted , 
namely : 

" Provided that nothing in clause ( 6 ) of sub 
-section ( 1 ) shall be deemed to prohibit 

( ) a co -operative society car 
rying on business as a co -opera 
tive bank at the commencement of 
the Banking Laws (Application to 
Co -operative Societies ) Act, 1965 , 23 of 1965. 


scheduled State co -operative bank , with itself 
or in current account with the Reserve Bank 
or the State Bank of India or with any other 
bank which may be notified in this behalf by 
the Central Government and also any balan 
ces maintained with the State co -operative 
bank of the State concerned , and , in the case 
of a primary co -operative bank , also any 
balances maintained with the central co - ope 
rative bank of the district concerned or with 
the State co - operative bank of the State con 
cerned in excess of the aggregate of the cash 
or balances or both required to be maintained 
under section 18 ; and 
( ii ) any balance maintained by 

scheduled State co -operative 
bank with the Reserve Bank in 
excess of the balance required to 
be maintained by it under section 
42 of the Reserve Bank of India 
Act, 1934 , and any balances in 2 of. 1934 . 
current account maintained in 
India by a scheduled State co -ope 
rative bank with the State Bank of 
India or with any other bank which 
may be notified by the Central 

Government, 
shall be deemed to be cash maintained in India . 


a 


( ) a co -operative bank which has come 
into existence as a result of the division of 
any other co -operative society , or the amal 
gamation of other aco -operative societies car 
rying on business in either case as a co -ope 
rative bank or banks at such commencement, 
Ol 

(iii ) a primary credit society which 
becomes a primary co -operative bank after 

such commencement; 
from carrying on banking business until it is 
granted a licence in pursuance of this section or 
is, by a notice in writing , notified by the Re 
serve Bank that the licence cannot be granted 
to it . " : 


Explanation . — For the purposes of this sub 
Section , 

( a ) approved securities , or a portion the 
reof, representing investment of Agricultural 
Credit Stabilization Fund of a co -operative 
bank shall not be deemed to be unencumbered 
approved securities ; 

( 6 ) balance with the State co - operative 
bank of the State , concerned or with the 
central co -operative bank of the district con 
cerned , or a portion thereof , representing 
investment of Agricultural Credit Stabiliza 
tion Fund of a co - operative bank shall not be 
deerned to be cash maintained in India ; 

(c ) in case a co - operative bank has taken an 
advance against any balance maintained with 
the State Bank of India or with any other 
bank which may be notified in this behalf by 
the Central Government or with the State 
co - operative bank of the State concerned or 
with the central co -operative bank of the dis 
trict concerned , such balance to the extent to 
which it has been drawn against or availed 
of shall not be deemed to be cash maintained 

in India ." ; 
(i) in the proviso to sub-section ( 1 ) of section 
35 , as inserted by clause ( w ) of the said section 56 , 
the following shall be added at the end , namely : — 

" and may , if it considers it necessary and 
expedient so to dc , supply a copy of the said 
report to the State co -operative bank or the Re 
gistrar of co - operative societies of the State in 
which the inspected bank is registered " ; 

( j) in clause (zb ) of the said section 56 , after 
the word , figures and letter " Part IIA ," , the word , 
figures and letter , " Part IIC ," shall be inserted . 


( g ) in sub - section ( 1 ) of section 23 , as substi 
tuted by clause ( p ) of the said section 56 , in 
clause (b ) of the proviso , for the words " open 
ing or changing the location of branches" shall 
be substituted ; 

(h ) in sub- section (2A ) of section 24 , as subs 
tituted by clause ( q ) of the said section 56 , for 
clause (b ) , the following clause shall be substi 
tuted , namely : 

" (6 ) in computing the amount for the pur 
pose of clause ( a ) , 

(i) any cash or balances maintained in 
India by a co -operative bank, other than a 


. ................. 
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22. Insertion of new Schedule . - After the Fourth 
Schedule to the principal Act , the following Schedule 
shall be inserted , namely : - 


" THE FIFTH SCHEDULE 


( See section 36AG ) 


Principles of compensation 


1. The compensation to be given under section 
36AG shall be an amount equal to the value of the 
assets of the acquired bank as on the day imme 
diately before the appointed day , computed in ac 
cordance with the provisions of Part I of this 
Schedule less the total amount of liabilities thereof 
computed in accordance with the provisions of 
Part II of this Schedule . 


Part I. 


Assets 


For the purposes of this part " assets " means 
the total of the following : - 

( a ) the amount of cash in hand and with the 
Reserve Bank and the State Bank of India 
(including foreign currency notes which shall 
be converted at the market rate of exchange ) ; 

( b ) the amount of balances with any bank , 
whether on deposit or current account , and 
money at call and short notice , balances held 
outside India being converted at the market rate 
of exchange : 

Provided that any balances which are not rea 
lisable in full shall be deemed to be debts and 
valued accordingly ; 

( c ) the market value, as on the day immedia 
tely before the appointed day , of any securities , 
shares , debentures , bonds and other investments , 
held by the bank concerned . 


curity , issued by the Government to which 
the security pertains and having the same or 
approximately the same maturity , and other 
relevant factors ; 

( iv ) where the market value of any secu 
rity , share debenture , bond or other invest 
ment is not considered reasonable by reason 
of its having been affected by abnormal 
factors , the investment may be valued on the 
basis of its average market value over any 
reasonable period ; 

( v ) where the market value of any secu 
rity , share debenture, bond or other invest 
ment is not ascertainable , only such value , if 
any , shall be taken into account 
considered reasonable having regard to the 
financial position of the issuing concern , the 
dividend paid by it during the preceding five 
years and other relevant factors; 

( d ) the amount of advances (including loans , 
cash credits , overdrafts , bills purchased and dis 
counted ), and other debts , whether secured or 
unsecured , to the extent to which they are rea 
sonably considered recoverable, having regard 
to the value of the security , if any , the operations 
on the account, the reported worth and respec 
tability of the borrower , the prospects of rea 
lisation and other relevant considerations ; 

( e ) the value of any land or buildings ; 

( f) the total amount of the premia paid , in 
respect of all leasehold properties, reduced in 
the case of each such premium by an amount 
which bears to such premium the same propor 
tion as the expired terms of the lease in res 
pect of which such premium shall have been 
paid bears to the total term of the lease ; 

( g ) the written down value as per books, or 
the realisable value, as may be considered rea 
sonable, of all furniture, fixtures and fittings; 

( h ) the market or realisable value , as may be 
appropriate , of other assets appearing on the 
books of the bank , no value being allowed for 
capitalised expenses , such as share selling com 
mission , organisational expenses and brokerage , 
losses incurred and similar other items. 


Explanation . For the purposes 

of this 
clause , 

( i) securities of the Central and State Gor 
vernments ( other than the securities specified 
in sub - clauses (ii ) and ( iii) of this Explana 
tion ] maturing for redemption within five 
years from the appointed day shall be valued 
at the face value or the market value, whi 
chever is higher ; 

( ii ) securities of the Central Government , 
such as Post Office Certificates and Treasury 
Savings Deposit Certificates and any other 
securities or certificates issued or to be issued 
under the Small Savings Scheme of the Cen 
tral Government, shall be valued at their face 
value or the encashable value of the market 
value , as on the day immediately before the 
appointed day , whichever is higher ; 

( iii ) where the market value of any Go 
vernment security such as the zammindari 
abolition bonds or other similar security in 
respect of which the principal is payable in 
instalments , is not ascertainable or is , for any 
reason , not considered as reflecting the fair 
value thereof or as otherwise appropriate , the 
security shall be valued at such an amount as 
is considered reasonable having regard to the 
instalments of principal and interest remain 
ing to be paid , the period during which such 
instalments are payable , the yield of any se 


Part II . - Liabilities 
For the purposes of this part " liabilities" means 
the total amount of all outside liabilities existing 
on appointed day , and all contingent liabilities 
which the Central Government or the transferee 
bank may reasonably be expected to be required to 
meet out of its own resources on or after the ap 
pointed day and where the acquired bank is a ban 
king company incorporated outside India , includes 
the liabilities of the offices and branches in India 
of the acquired bank to its offices and branches 
outside India . 

2. If the acquired bank is not incorporated in 
India , the assets or , as the case may be , the liabilities 
of the bank shall be, for the purposes of Part I and 
Part II, and subject to the other provisions therein , 
the assets and liabilities of the offices of the bank 
situated in India . 


Compensation payable to shareholders 
3. Every shareholder of the acquired bank to 
whom the compensation is payable , shall be given 


. 
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such amount as compensation as bears to the total 
compensation , calculated in accordance with the 
provisions of paragraph 1 , the same proportion as 
the amount of paid -up capital of the share held 
by the shareholder bears to the total paid -up 
capital of the acquired bank . 


in India in order to enable him to export 
goods from India , the amount of the loan or 
adanvce drawn and outstanding at any time 
being not less than the outstanding amount 
of the loan or advance obtained by the bor 
rowing bank from the Bank ” ; 


Certain dividends not to be taken into account 


4. No separate compensation shall be payable 
for any profits or any dividend in respect of any 
period immediately preceding the appointed day , 
for which , in the ordinary course, profits would 
have been transferred or dividend declared after 
the appointed day ." . 


CHAPTER III 


Amendments to the Reserve Bank of India Act, 1934 


( 2 ) for clause ( 11A ) , substitute — 

" ( 11A ) the acting as agent for the Central 
Government, — 

( a ) in guaranteeing the due performance 
by any small - scale industrial concern , ap 
proved by the Central Government, of its 
obligations to any bank or other financial 
institution in respect of loans and advances 
made, or other credit facilities provided , to 
it by such bank or other financial institution 
and the making as such agent of payments in 
connection with such guarantee , and 

(b ) in administering any scheme for sub 
sidising the rate of interest or other charges 
in relation to any loans or advances made , 
or other credit facilities provided , by banks 
or other financial institutions for the pur 
pose of financing or facilitating any export 
from India and the making as such agent of 
payments on behalf of the Central Govern 
ment ;" ; 


( 3 ) in clause ( 12 ) for the words " gold coin and 
bullion " , the words " gold or silver coins and gold 
and silver bullion " shall be substituted ; 


23. Amendment of section 2. In the 
Reserve Bank of India Act, 1934 (here 

2 of 1934 
inafter in this Chapter referred to as the 
principal Act ) , in section 2 , 

(a ) to clause ( cii ) , the following proviso shall 
be added , namely : 

" Provided that this sub - clause shall not apply 
to the admission of a co -operative bank as a mem 
ber by reason of such co -operative bank subs 
cribing to the share capital of such co - operative 
society out of funds provided by the State Govern 
ment for the purpose." ; 

(b ) to clause (ciii) , the following proviso shall 
be added namely : —- 

" Provided that this sub - clause shall not apply 
to the admission of a co -operative bank as a mem 
ber by reason of such co -operative bank subs 
cribing to the share capital of such co -operative 
society out of funds provided by the State Go 
vernment for the purpose." ; 

( c ) to clause ( civ ) , the following proviso shall 
be added , namely : — 

" Provided that this sub - clause shall not apply 
to the admission of a co -operative bank as a 
member by reason of such co - operative bank subs 
cribing to the share capital of such co - operative 
society out of funds provided by the State Govern 
ment for the purpose ." . 


( 4 ) after clause ( 15A ) , the following clause 
shall be inserted , namely : --- 

" ( 15B ) the providing of facilities for train 
ing in banking and for the promotion of 
research , where , in the opinion of the Bank , 
such provision may facilitate the exercise by 
the Bank of its powers and functions, or the 
discharge of its duties " . 


25. Amendment of section 24. --For section 24 of 
the principal Act , the following section shall be 
substituted , namely : - 


24. Amendment of section 17. — In section 17 of 
the principal Act , 

( 1) in the proviso to clause (SA ) 

( a ) for sub - clause (6 ) of clause (i) , the 
following sub - clause shall be substituted , 
namely : - 

" (b ) maturing not later than one hundred 
and eithy days from the date of the loan 
or advance, and it will, so long as any part 
of such loans and advances remains unpaid , 
continue to hold such bills of exchange of a 
value not less than the amount of such loans 
or advances outstanding for the time being ; 
or " ; 

(b ) for clause (ii ) , the following clause shall 
be substituted , namely : 

" (ii) it has granted a pre -shipment loan 
or advance to an exporter or any other person 


“ 24. Denominations of notes.- ( 1 ) Subject to 
the provisions of sub - section ( 2 ) , bank notes shall 
be of the denominational values of two rupees , 
five rupees , ten rupees, twenty rupees , fifty 
rupees , one hundred rupees, five hundred rupees, 
one thousand rupees , five thousand rupees and 
ten thousand rupees or of such other denomina 
tional values , not exceeding ten thousand rupees , 
as the Central Government may , on the recom 
mendation of the Central Board , specify in this 
behalf . 

( 2 ) The CentralGovernment may , on the recom 
mendation of the Central Board , direct the non 
issue or the discontinuance of issue of bank notes 
of such denominational values as it may specify in 
this behalf . " . 


26. Amendment of section 33 . - In section 33 of 
the principal Act , in sub -section (4 ) , for the figures 
and word “ 2.88 grains" , the figures and word 
" 0.118489 grammes ” , and for the words " at the 
market rate " , the words " at rates not exceeding the 
market rates " shall be substituted . 
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27. Amendment of section 451. - In section 451 
of the principal Act, to clause ( c ) , the following 
Explanation shall be added, namely : -- 


( 4 ) For the purposes of this section , an institu 
tion shall be deemed to be substantially owned by 
the Bank if in the capital of the institution the 
Bank has not less than forty per cent . share . 

Explanation . - The word " capital" means, in 
relation to the Unit Trust, the initial capital of 
that Trust. . 


4 of 1938 


CHAPTER IV 


Amendments to the State Bank of India Act, 1955 


" Explanation . - For the removal of 
doubts , it is hereby declared that a 
company registered under section 3 of 
the Insurance Act, 1938 , for any class 
of insurance business and a company , 
not being a banking company, a corpo 
ration or a firm , carrying on , as its 
principal business, the management, 
conduct or supervision , as the foreman 
or agent , of any transaction or arran 
gement by which it enters into an agree 
ment with a number of subscriber that 
every one of them shall subscribe a 
certain sum by instalments for a defi 
nite period and that each subscriber in 
his turn , as determined by lot or by 
auction or by tender or in such other 
manner as provided for in the agree 
ment, shall be entitled to a prize 
amount shall be deemed to be, a finan 
cial institution as defined in this 
clause . " . 


29. Amendment of section 33 . In the 
State Bank of India Act , 1955 (herein 23 of 1955 
after in this Chapter referred to as the 
principal Act ) , in section 33 . 

( a ) in sub - clause ( f ) of clause ( i ) , for the words 
" goods which are hypothecated " , the words " goods 
or other assets which are hypothecated or assig 
ned " shall substituted ; 

(b ) in clause (xviii ), for the words " six 
months” , the words " twelve months" shall be 
substituted ; 
( c ) in clause (Bixb ), - 

( i ) for the words “ the advancing or lending 
of money to , or discounting or purchase of any 
negotiable instrument on behalf of,” shall be 
substituted ; 

(ii ) for the words " in excess of six months 
but not exceeding ten years" , the words " in 
excess of twelve months but not exceeding fif 
teen years " shall be substituted ; 

( d ) in clause ( xixc ), for the words " six months" , 
the words " twelve months" shall be substituted . 


28. Insertion of new section 54AA . 

After sec 
tion 54A of the principal Act, the following section 
shall be inserted , namely : - 


54AA . Power of Bank to depute its employees 
to other institutions. ( 1 ) The Bank may, notwith 
standing anything contained in any law . for the 
time being in force or in any contract, depute any 
member of its staff for such period as it may think 
fit to any institution which is either wholly or 
substantially owned by the Bank and thereupon 
the person soi deputed shall, during the period of 
his deputation , render such service to the institu 
tion as that institution may require . 

( 2 ) Where a person has been deputed to an ins 
titution under sub - section ( 1 ) , he shall not be 
entitled to claim any salary , emoluments and other 
terms and conditions of service which he would 
not have been entitled to claim if he had been so 
deputed . 

( 3 ) Nothing contained in this section shall em 
power the Bank to depute any member of its staff 
to any institution on any salary , emoluments or 
other terms and conditions which is or are less 
favourable to him than that or those to which he 
is entitled immediately before such deputation . 


30. Amendment of section 34. — In section 34 of 
the principal Act, — 

( a ) in clause (a ) of sub - section ( 1 ) , for the 
words " six months " , the words " twelve months " 
shall be substituted ; 
( b ) in sub - section ( 3 ) , - 

( 1 ) for sub - clause ( ii) of clause (b ) ( exclud 
ing the proviso ) , the following sub -clause shall 
be substituted , namely : - 

" ( ii ) save as otherwise provided in this Act, 
twelve months from the date aforesaid if the 
instrument or security is drawn or issued for 
any other purpose ." ; 

(2 ) in the proviso , for the words " six 
months," , the words " twelve months ," shall be 
substituted . 
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